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FOREWORD 


In December, 1966, the Parliament of Canada enacted the Medical 
Care Act which is scheduled to become operative not later than July 1, 
1968. Under this legislation, the federal government is empowered to 
make financial contributions towards provincially administered medical 
care programs meeting specified criteria with respect to universality, 
public administration, comprehensive benefits, and portability. 


The aim of the new legislation is to ensure that high quality 
medical services will become available and accessible to all Canadians 
without regard to age, state of health, geographic location or financial 
status. The immediate objective is, of course, to eliminate financial 
barriers to persons seeking medical care. 


The actual and anticipated earnings of doctors are an important 
influence upon levels of recruitment and output of medical colleges and 
upon the flow of doctors from province to province. Examination of 
past trends in professional earnings provides the benchmark informa- 
tion against which current developments can be assessed. Earnings 
of Physicians in Canada, 1957 - 1965 is Memorandum No. 21 in the 
Health Care Series of research publications prepared in our Research 
and Statistics Directorate. It has been prepared in response to many 
requests for information from medical associations, governmental 
authorities and others, and is a successor to an earlier publication 
Average Earnings of Physicians and Surgeons in Canada, 1957 - 1960 
which was Memorandum No. 18 in the same series. 


The memorandum examines trends in the professional earnings 
and expenses of practice of active fee-practice physicians in Canada 
from 1957 to 1965, inclusive. The basic data are derived from 
grouped tabulations supplied to this Department by the Taxation 
Division of the Department of National Revenue, and made available 
in coded form to ensure confidentiality and concealment of identity 
of reporting doctors. We very much appreciate the co-operation of 
the officers of that Department in making possible studies of 
material which is, essentially, an extension of data published annually 
for many years in their Green Book Series Taxation Statistics. 


It should be pointed out that in this study a '"'fee-practice phy- 
sician'' is defined as an active civilian physician whose main employ- 
ment is in the provision of personal medical care services and whose 
professional income derives primarily from fees for services rendered. 
The number of such physicians at the end of 1965 was estimated to be 
16,460, representing approximately 73 per cent of all active civilian 
physicians in Canada. Excluded from the study are physicians in the 


iil 


armed forces and in retirement, plus those active civilian physicians 
whose employment is mainly in teaching, research, public health ad- 
ministration, hospital administration or industrial services. Also 
outside the scope of the study are active civilian physicians providing 
personal treatment services on a salaried basis in hospitals and other 
institutions, and those performing services associated with private 
practice but receiving income primarily in the form of a salary. 


This bulletin was prepared in our Research and Statistics 
Directorate by Mr. Lloyd G. Williams and Mr. George W. Plet, under 
the supervision of Mr. William A. Mennie, Principal Research 
Officer (Health) with general direction by Mr. John E. Osborne, 


Director, Research and Statistics. 


Allan J. MacEachen, 
inister, 
National alth and Welfare. 


iv 


SECTION 


i: 


APPENDIX 


} 


TABLE OF CONTENTS 


Physicians' Earnings, Canada 


Earnings of Physicians, Other Selected 
Professions, and the Labour Force Compared . 


Physicians' Earnings by Province .........6.+ 


Physicians' Earnings by Age Group ..... ih asee 


’Physicians' Earnings by Net Income Class ... 


Aggregate Payments for Physicians' Services 


Sources of Payment to Physicians .......... 


Physicians' Earnings in the National Economy .. 


Methodology and Definitions 


eooevooeevceee#oeve*eeee 


O08 670 O26L 8 1016: 


oes eveoeeeree @¢ 


11 


11 


Ve 


13 


17 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31761115566267 


LIST OF TABLES 


Fee Practice Physicians, Canada, by Province, 1957 to 1965 


vii 


TEXT PAGE 
1 Professional Earnings and Expenses of Active Fee Practice 
Physderans , ‘GCandda #0 o/s EO 6h IO sik Foti tess sw cok ee tS. Calon 1 
2 Average Net Income (From All Sources) of Taxable Professionals, 
19525: 1960, 1964 rand 196 sete. NO) AMAL ANN. Son en: Ss. Bagel eapepar es 2 
3 Income of Employed Labour Force, Canada, 1957 to 1965 ....... 3 
4 Average Professional Earnings and Expenses of Active Fee Practice 
Piysieians,. Canada. aby. rovyices 195) CO L905. gos cua sce SS. b at frare 5 
* Relationship of Physicians' Gross Earnings to Doctor-Population Ratio, 
1965, and to Medical Insurance Coverage, 1964, by Province ..... 8 
6 Proportion of Physicians Earning $10,000 and Over and Less Than 
SLO, O00. in: Net. Income, 1957 £6 L965 csc ya sks «os beng Rape aaa eles 10 
7 All Payments for Personal Health Care and Payments for Active 
Practice) Physieians’ Services 2958. and 1965. sass sess paeheuedaiers 42 
8 Sources of Payment to Active Practice Physicians, by Private 
ana Frubiic GeCLOL., 1957 ane LyGg oe eee Pree some eee CUPTT PEA 14 
9 Payments to Active Practice Physicians in Relation to Selected 
Economic Indicabors VIS) tae 1 IO 9g yo vide at hie isle sis oe a 15 
APPENDIX 
A-1 Estimated Number of Active Fee Practice Physicians, Canada, . 
bysProyinces 195 taco BIG wigs a on. same cesses hens aie eke o's: © Bibi w acare 23 
A-2 Average Gross Professional Earnings of Active Fee Practice 
Physicians, | Canada, by Province, “1957 to. 1965) .ns1< ss lets Be aut e rere ; 24 
A-3 Percentage Change from Previous Year in Average Gross Professional 
Earnings of Active Fee Practice Physicians, Canada, by Province, 
TO58 = CO L9G Weems Gao haps tee ey ocatar sal oh cr ayiia aieae seth a Wie Ke ieipimta orale wire ares Fe 
A-4 Average Expenses of Practice of Active Fee Practice Physicians, 
Canada, by Province, 1957 to 1965 .....-.sceseeee, Riteev eles 6 tee 26 
A-5 Average Net Professional Earnings of Active Fee Practice 
Physicians, Canada, by Province, 1957 to 1965 .....ceeces Sass es aT 
A-6 Percentage Change from Previous Year in Average Net Professional 
Earnings of Active Fee Practice Physicians, Canada, by Province, 
1958 to LSS cee kao a Crete eRe orate ue oa eee Ce urs eee vives 28 
A-7 Expenses as a Percentage of Gross Professional Earnings of Active 
29 


APPENDIX 


A-8 


A-9 


A-21 


A=22 


A-23 


Distribution of Gross Professional Earnings of Active Fee 
Practice Physicians, by Net Income Class, Canada, by 


eoeeee? 30 
Province, “1965 «cece ce vee noes ne anee ns Maal s bie ee ee ae ee 


Per Cent Distribution of Aggregate Gross Professional Earnings 
of Active Fee Practice Physicians by Net Income Class, Canada, 


by Provinces WIGS -si4 saws m shi annie © Ae 2° aioe ai) Oa ees hein eee a 
Average Gross Professional Earnings of Active Fee Practice 
Physicians, by Net Income Class, Canada, by Province, .19635).,... 32 


Number of Active Fee Practice Physicians, by Net Income Class, 
Canada, by Province, 1965 -wsisenes ceceveccmvccsenens bat ibaa ooee s 33 


Per Cent Distribution of Active Fee Practice Physicians, by Net 
Income: Class, Canaday (by Provinces, 19653... ..4. oasenssame~tnt es ee 34 


Average Expenses of Practice of Active Fee Practice Physicians, by 
Net Income Class, Canada; by Province; 1965.....0<se0.- er eer ree 35 


Expenses of Practice as a Percentage of Gross Professional Income 
of Physicians, by Net Income Class, Canada, by Province, 1965 .. 36 


Average Professional Salaries and Wages of Active Fee Practice 
Physicians, by Net Income Class, Canada, by Province, 1965 ..... eH 


Average Net Non-Professional Income of Active Fee Practice 
Physicians, by Net Income Class, Canada, by Province, 1965 ..... 38 


Estimated Number of Active Fee Practice Physicians with Net Earnings 
$10,000 and.Over,.-Ganada,- by. Province, 1957 to 1965. 2: .< wjanne 39 


Average Gross Professional Earnings of Active Fee Practice Physicians 
with Net Earnings $10,000 and Over, Canada, by Province, 1957 to 1965 40 


Average Net Professional Earnings of Active Fee Practice Physicians, 
with Net Earnings $10,000 and Over, Canada, by Province, 
1957)to 1965 


Average Earnings and Expenses of Taxable Physicians, by Age 
Gr OuiparaCatiad apy LOG 5s <h etD coke cacadenchs “tenis acedahbee eis Sic mc ieuseraes Shanes 42 


Number of Taxable Physicians and Per Cent Distribution by Age 
Group and by Net Income Class, Canada, 1965 .....cecceucece.e we 43 


Expenditures on Physicians' Services, Canada, by Province, 1957 
to 1965 ate eee Peer ae 44 


Aen sh ti Se SE) SP SUELO CL ENES A TOs 0d Bina 'e Mere’ 61.4). AWE O Slnelaeuab a due, Oke 


Per Capita Expenditures 


; on Physicians’ Services, Canada, by 
Province, 1957 to 1965 


Sp SALON ACO O158; SS Orie © 10) Oe 0) 6 gO) Sin@1 Oi) Oil atc Oye. alte a adie 


Vlli 


1, PHYSICIANS' EARNINGS, CANADA 


The average gross professional earnings of the 73 per cent of 
active civilian physicians who are engaged in private fee practice across 
Canada increased from $20,800 in 1957 to $32,800 in 1965 (Table 1). This 
represented a percentage change of 57.7 per cent, and an average annual 
rate of increase of 5.9 per cent over the period. The greatest rises 
both in dollar terms and in the rate of increase in gross earnings 
occurred in 1963, 1964 and 1965. 


As might be expected, average expenses of practice also increased 
over the period, but the change was less marked. The rise was 35 per 
cent ‘from about s$75950)in 2957. to $10;750) in..4965> (lable 1).. - Therefore, 
practice expenses declined as a percentage of gross professional earnings 
from 38.2°per cent in -£957"to 32.7 per cent in1965° (fable 1), 


Accordingly, the average net income from professional practice 
increased at a faster rate than average gross earnings between 1957 and 
1965. The average annual increase was 7.0 per cent and the cumulative 
percentage rise was 71.7 per cent. 


TABLE 1. PROFESSIONAL EARNINGS AND EXPENSES OF ACTIVE 
FEE PRACTICE PHYSICIANS, CANADA, 1957 TO 1965 


Annual per cent 
increase over 


Average 


Number Average expenses Average : 
Average previous year 
of gross as a per- net 
Year eee - expenses F 
physicians | earnings centage of earnings 
Average 
average 


net 
gross 


($) 
20,804 


($) 
7,952 


125. 0Dy 12,632 


8,325 is Papas) 


13,514 22, 103 


8,320 14,590 


14,082 22,910 


14,479 24, 288 OyI5S 1 fat 


14,874 25,002 Pig be 18 16,472 


Peso 2, 16,970 


15, 275 26,322 


10,002 18,688 


255 OU) 28, 690 


16,050 30, 586 £05202 20,484 


16, 460 B20 2¥ 10,735 22,064 


Sources: Tables Al, A2, A3, A4, AS and A6. 
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2. EARNINGS OF PHYSICIANS, OTHER SELECTED PROFESSIONS, 
AND THE LABOUR FORCE COMPARED 


Information is available from the Department of National Revenue 
for the years 1957 to 1965 on the average net income from all sources 
(professional plus non-professional earnings) for a number of ae ne 
tionally identified professions (Table 2). Thus, for example, in 195 
the average net income of taxable physicians was below that of engineers 
and architects and slightly above the average income of lawyers. By 
1964 and 1965 a substantial margin above each of the latter professional 
groups was shown for doctors' earnings. 


TABLE 2. AVERAGE NET INCOME (FROM ALL SOURCES) OF TAXABLE 


PROFESSIONALS, 1957, 1960, 1964 AND 1965 
Class 1957 1960 1964 1965 
(S$) ($) (S$) ($) 


Physicians and surgeons (4) 13,996 16,323 21,474 23,229 
Engineers and architects 14,581 15,670 16,801 19,279 
Lawyers and notaries V3, 2G 14,597 17, 282 19,192 
Dentists 105.234... #125238 14,909 | 15,693 


Accountants 10,879 11,446 LSSO721 13, 448 


(a) Figures differ from those in Table 1 since they include non- 
professional earnings. 


Source: Taxation Statistics, Department of National Revenue. 


(1) The differences may be less than actually suggested because certain 
higher-income earners in some professions may, as executives, be 
identified as employees and thus not be included in the Occupation 
classifications of the Department of National Revenue. 
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Table 3 enables comparison of the trend in physicians’ income 
with the trend for the total employed labour force. 


While physicians’ net professional incomes increased by 71.7 
per cent between 1957 and 1965, the average earnings of all employed 
members of the labour force increased by 35.7 per cent - an average 
annual rate of 3.9 per cent. The yearly rate of increase in the average 
net professional income of physicians was higher than that for average 
earnings of the employed labour force as a whole in every year during 
the period 1957 to 1965 except 1962 (Tables 1 and 3). 


TABLE 3. INCOME OF EMPLOYED LABOUR FORCE, CANADA, 1957 TO 1965 


Average employed | Total labour Average Annual per 
labour force (a) income (b) labour | cent increase 
income (average income) | 


('000) ($'000,000) 


pail 16,018 
5,706 16,521 
5,870 17,459 
5,965 18, 245 
6,055 | 18,996 
6,225 ee ieet 
6,375 21,547 
6,609 23,433 


6,862 26,036 


(a) The Labour Force, January 1967, Dominion Bureau of Statistics, 
Vol: 23, Noe Ll. Bebruary, £967, ip >, babic 92] 


(b) Estimates of Labour Income, October 1966, Dominion Bureau of 
Statistics, Vols-20;\ Noe 10, Febewary%l96/7,(p.%7, Tabte 1: 


wi 
3. PHYSICIANS' EARNINGS BY PROVINCE 


The distribution of average gross and net professional earnings 
and average expenses of practice by province from 1957 to 1965 is shown 
in Table 4 and Tables A2, A4 and A5. Percentage rates of increase of 
average gross and net earnings from year to year are shown in Tables 
A3 and A6, while expenses as a percentage of gross professional earnings 
are indicated in Table A/7: 


British Columbia ranked high in average gross and net earnings 
at the beginning of the period under review, but from 1963 to 1965 
dropped slightly below the national average. The average annual per- 
centage increases of 3.7 per cent for gross income and 3.8 per cent for 
net income were the lowest among the ten provinces. This province has 
the highest doctor-population ratio in Canada. 


Alberta ranked well above the national average throughout the 
1957-1965 period, and recorded the highest average gross income in 1961 
and 1962, and the highest average net income in 1962 among the ten 
provinces. The average annual percentage increases of 5.3 per cent for 
gross income and 6.8 per cent for net income were close to the national 
average. 


Saskatchewan also was above the national average prior to 1962. 
In that year occurred the introduction of the public medical care 
insurance plan on July 1, and the temporary withdrawal of doctors' 
services for several weeks; there was a sharp dip in average gross and 
net earnings. From 1963 to 1965, however, average gross earnings were the 
highest in Canada, reaching about $37,500 in 1965; average net earnings 
($23,500 in 1965) were the highest in Canada in 1963 and 1964. The 
greatest single annual rise of any province occurred in Saskatchewan in 
1963 when gross earnings averaged 53 per cent more than the previous 
year and 32 per cent more than in 1961. Net earnings in 1963 also 


showed the greatest single yearly rise of 48 per cent over 1962 
per cent above the 1961 level. sai | 


Manitoba recorded earnings above the average national level for 
both gross and net professional earnings from 1957 to 1960, ranking 
highest in average gross income in 1959. Towards the end of the period 
under review, however, average gross earnings more closely matched the 
all-Canada level while net professional earnings fell below the 
national average. The average annual rates of increase in both gross 


and net earnings (3.9 and 4.8 per cent), were 
: amo 
Canadian Provinces. )» ng the lowest of the 


on he 


TABLE 4. AVERAGE PROFESSIONAL EARNINGS AND EXPENSES OF 
ACTIVE FEE PRACTICE PHYSICIANS, CANADA, BY PROVINCE, 
1951, 107, 1965 


(Thousands of Dollars) 


1958 1959 1960 1961 1962 


GROSS EARNINGS 
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NET EARNINGS 


18.6 
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(a) Includes Yukon and Northwest Territories. 


Sources: Tables A2, A4 and A5. 


Ontario ranked above the Canadian average in both gross and net 
earnings from 1957 to 1965 moving upward among the top provinces ota 
the end of the period. Average net earnings in 1965 ($24, 000) were the 
highest in the country. The annual average rates of increase of both 
gross and net professional earnings were above that for Canada as a 
whole. These were 6.3 and 7.2 per cent respectively in the province. 


Quebec average earnings were below the national average throughout 
the period under review. However the sharpest rate of increase of average 
gross professional earnings of all provinces occurred in Quebec. The 
average annual rate was 7.0 per cent. The annual rate of increase in net 
earnings (8.5 per cent) also was well above the all-Canada rate. 


New Brunswick also ranked consistently among the provinces with 
lower average earnings. Gross professional earnings increased at a 
slightly faster rate (6.1 per cent), than average gross income 
throughout the country. The greatest average annual rate of increase 
in net earnings (9.2 per cent) occurred in New Brunswick. However, 
proceeding from a lower average income in 1957 this resulted in only a 
slight narrowing of the gap in dollar terms of average earnings. 


Nova Scotia ranked among lower earning provinces with respect to 
both gross and net professional incomes from 1957 to 1965. Although 
average gross earnings increased at a slower rate (4.3 per cent) than 
average gross income for the country, the rate of increase in average 
net income (8.4 per cent) exceeded the national rate. This is explained 
by an actual decline in average expenses reported in the period under 
review. ' 

Prince Edward Island earnings were most often the lowest among 
the Canadian provinces both for gross and net professional earnings. 
While faster rates of increase were recorded for both gross and net 
incomes than for the country as a whole these did not result in a 
lowering of the dollar differences in average earnings. 


Newfoundland professional earnings of fee practice physicians 
ranked above the Canadian average throughout the period under review. (1) 
Average annual growth rates of gross earnings 4.2 per cent and of net 
earnings 4.6 per cent were below the national average. Highest gross 
earnings were recorded in the province in 1960 and highest net earnings 
in 1957, 1958, 1960 and 1961. The lowest ratio of physicians to 
population occurred in this province. 


Those factors which combine to affect changes in physicians’ 
earnings include changes in the volume and type of service performed 
and changes in the effective prices for individual 


i.e., the amounts actually received by doctors rela 
billed. |; 


items of services, 
tive to amounts 


eee 


(1) Excludes physicians in Newfoundland emp 
under the Cottage Hospital Medical 
voluntary prepayment plans. 


loyed on a salaried basis 
Service, and by subsidized 


Influences on the average volume of services performed by 
physicians include changes in the ratio of physicians to population, 
changes in practices of scheduling appointments, and changes in the 
application of time in providing specific services. As well, changes 
in the demand for services exert an important influence. Among those 
factors influencing the total demand for physicians’ services may be 
included the general health of the population as well as phenomena which 
tend to remove or reduce the financial barriers to persons seeking 
necessary care. Changes in personal wealth accordingly can be cited as 
a factor affecting the demand for services. Finally, medical insurance 
arrangements which either set absolute limits for the individual on the 
costs of medical care or reduce the personal direct costs of extensive 
medical treatment are important in removing financial disincentives to 
the seeking of medical treatment. 


The amounts received by physicians for specific services are 
determined by amounts billed and the ability of physicians to collect 
them. Changes in schedules of fees set up by provincial medical 
colleges have an influence on the amounts billed, although traditionally 
direct patient billing has been modified by the patient's capacity to 
pay. Where payment rates are negotiated with direct references to fee 
schedules, for example with private or public medical insurance 
agencies, a more direct influence is exerted on physicians’ earnings by 
schedule changes. 


Thus it can be seen that the expansion of medical insurance 
arrangements affects physicians’ incomes both by removing finiancial 
barriers to the demand for services and by fixing precisely the prices paid 
for them. 


The effects on average earnings of changes in the numbers of 
physicians relative to the population served, operate through the 
average volume of services rendered. A relationship of high average 
earnings to low doctor supply would result from an elasticity in the 
physicians’ capacity to perform services either in the aggregate or in 
a given time, with increases in the total demand for them. A relation- 
ship of low average earnings to a more favorable doctor-population ratio 
would result from a reduction of the average "panel' of patients per 
physician providing no accumulated demand exists. Data on the number of 
physicians relative to population by province for 1965, as shown in 
Table 5 are insufficient in themselves to demonstrate such relation- 
ships, since other factors appear more immediately to affect provincial 
variations in average earnings. 


Information indicating scheduling practices of physicians as 
regards queueing of patients is not readily available. Such data 
combined with utilization figures for the population at large could 
be taken to indicate total demand for services. Utilization statistics, 
such as those compiled by many private and public medical insurance 
plans, demonstrate the combined effect of all factors influencing the 
volume of care for the populations concerned. Again figures for the 
entire population by province are not available. 


sure 


An interesting aspect of provincial variation in the average 
earnings of doctors involves the degree of medical insurance coverage 
of the population served. Figures in Table 5 showing the percentage 
of the population with some coverage for physicians’ services in 1964 
and the average gross earnings of physicians by province for 1965 
indicate there may be some correlation between the two series. 


TABLE 5. RELATIONSHIP OF PHYSICIANS' GROSS EARNINGS TO 
DOCTOR- POPULATION RATIO, 1965, AND TO MEDICAL INSURANCE COVERAGE, 1964, 
BY PROVINCE 


Estimated 
Population per per cent of 
active fee prac- population 
tice physician, with some 
1965 medical in- 
surance, 196464) 


Average gross 
professional 
Province earnings of 
physicians, 
1965 


(S$) 
Newfoundland 31, 620 6) 1,583(c) 


Prince Edward Island 25,596 1,500 
Nova Scotia 27,486 i5 oe 
New Brunswick 29,622 1,684 
Quebec 29,010 Pace 
Ontario che va ie ¥ 1,069 
Manitoba S230). se ee 8 
Saskatchewan 313474 1,549 
Alberta 394397 Gee: 


British Columbia Sl bea 


CANADA PAS fe Be 


(a) Not adjusted for duplication. 


(b) Extudes salaried doctors under Cottage Hospital Medical Plan and under 
subsidized voluntary prepayment plans. 


(c) Exludes population of cottage hospital districts. 


4. PHYSICIANS' EARNINGS BY NET INCOME CLASS 


Aggregate gross professional earnings of physicians for 1965 are 
distributed by net income class of physician in Table A8, with the per- 
centage distribution shown in Table A9. The numbers of doctors and their 
percentage distribution in each net income class are shown in Tables All 
and Al2. 


Fee practice physicians in the net income class $10,000 and over 
represented 84.0 per cent of all physicians and received 94.1 per cent 
of the aggregate gross income of all physicians in 1965. For Canada as 
a whole, 43.3 per cent of gross earnings accrued to doctors in the net 
income class $25,000-$49,999 (Table A9). Less than one per cent of all 
gross income was earned by physicians with net income over $100,000. 


Few significant variations among provinces may be noted when 
observing the average gross earnings of physicians within comparable 
income classes (Table Al0). Variations in the distribution of doctors 
by income class is the principal explanation for provincial differences 
in the percentage distribution of aggregate gross earnings. As shown by 
the numbers of physicians by net income class in Table All and by their 
percentage distribution (Table Al2), most doctors in Canada received 
net earnings in the range from $25,000 to $49,999 in 1965. 


As shown in Table Al13, average expenses of practice in 1965 
varied directly with net income in each province, with few exceptions, 
in proceeding from lower to higher income classes. On the other hand, 
expressed as a percentage of gross professional income, expenses 
declined with increasing net income, also with few exceptions (Table Al4). 
The fixed components of expenses, including rent and the costs of capital 
equipment, as well as certain semi-variable costs, can be taken as a 
major reason for this percentage decline. 


For Canada as a whole, average professional salaries and wages 
(earned as incidental to fee practice) increased progressively with 
advancing levels of average net earnings (Table A115), although this 
was not demonstrated consistently on a province to province bases. (1) 
Physicians in the income class $50,000-$99,999 received on the average 
$874 from this source, approximately twice the average for doctors in 
the under $10,000 net income class. 


(1) Province-by-province comparisons of these incidental earnings are 
not particularly useful because of lack of consistency in 
distinguishing fees and salaries for income tax reporting purposes. 
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' Barnings from non-professional sources as shown in Table Al6 
similarly increased directly with average net income but at a much 
sharper rate, increasing fiteenfold in proceeding from the under 
$10,000 income group to the $50,000-$99,999 bracket. (Because of the 
smaller number of doctors involved, figures for the over $100,000 class 
are not useful in measuring correlation here.) 


The proportion of all active fee practice physicians with net 
earnings $10,000 and over as shown in Table 6 increased sharply over 
the period from about 55 per cent in 1957 to 84 per cent in 1965. 


TABLE 6. PROPORTION OF PHYSICIANS EARNING $10,000 AND OVER 
AND LESS THAN $10,000 IN NET INCOME, 1957 TO 1965. 


Number Petr Cettt 
Year Total 
$10,000 and Less. than $10,000 and Less than 
over $10,000 over $10,000 


125957 


i Ate 7s) 


13,514 Oy ee 


14,082 8, 968 


Tasa/ 9 G50 L 


14,874 10,917 


Ls ee i O20 


15,650 12,0) 2 


16,050 b2e 928 


16,460 13,820 


Source: Tables Al and Al17 


Average gross and net income series fo ici 

r physicians with 
earnings $10,000 and over are shown in Tables Al8 and Al19 rn oe 
comparison to the data in Tables A2 and AS, 
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partly because a decrease occurred over the period in the percentage of 
doctors earning less than $10,000 net income. 


5. PHYSICIANS' EARNINGS BY AGE GROUP 


Doctors in the age group 45 to 54 earned both the highest average 
gross and net professional incomes in 1965. As shown in Table A20 these 
averaged $38,396 and $25,788 respectively. At the same time average 
expenses of practice were highest among physicians in this age range, 
$12,608. Moving from lower to higher age brackets, average gross and 
net professional income were sharply higher for the age group 35 to 
44 compared to the average earnings of doctors under 35 years of age. 
Earnings were moderately higher again for doctors in the 45 to 54 age 
bracket. Physicians in the age group 55 to 64 earned less on the 
average than those 35 to 4/.. Doctors' average earnings over 65 years of 
age were lower than for all other age groups shown. 


Expenses of practice showed a similar pattern by age group. 
Expressed as a percentage of gross earnings, the costs of practice 
tended to be higher for the older age groups. An exception to this was 
the age group under 35, reflecting the high initial costs of investment, 
accompanied by lower returns during the early years of practice. 


Income from other sources showed accelerated increases with 
advancing ages of physicians. Expressed as a percentage of net income 
from all sources, non-professional income increased from 0.6 per cent 
in the age range under 35 to 20.8 per cent for active physicians over 
So). 


Table A21, showing the distribution of physicians by net income 
class within specific age ranges, further demonstrates the differences 
in average earnings cited above. 


6. AGGREGATE PAYMENTS FOR PHYSICLIANS' SERVICES 


Aggregate payments for physicians' services (Tables 7 and A22) 
were $545 million in 1965 representing a per capita expendiutre of 
$27.85. Expenditures per person increased at an average rate of 6.9 
per cent annually from 1957 when the level was $16.36 (Tables 7 and A23); 
the percentage rise taken over the entire period was 70.2 per cent. 
Aggregate expenditure rose from $272 million in 1957 at an average 
annual rate of 9.1 per cent, and a total increase of 100.5 per cent over 
the period. 


As a percentage of total payments for personal health care, payments 
to physicians declined very slightly over the period 1957-i965 from 24.6 
per cent to 22.3 per cent. Total payments for personal health care rose 
from about $1,100 million in 1957 to $2,441 million in 1965. 
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7. SOURCES OF PAYMENT TO PHYSICIANS 


The rate of growth in expenditures on physicians’ services was 
slightly greater in the public sector of the economy than in the private 
sector. As shown in Table 8, private sector payments (payments directly 
from patients to physicians and payments to physicians covered under the 
costs of voluntary medical insurance arrangements ) increased by 97.1 
per cent from about $240 million in 1957 to approximately $473 million in 
1965. At the same time public sector payments increased by 126.7 per cent 
from $32 million to $72 million. Public sector expenditures represented 
about 11.7 per cent of all:-payments to physicians during 1957 and 13.2 per 
cent in 1965. 


Within the private sector, direct patient payments increased from 
$147 million to $170 million or by 11.6 per cent while voluntary medical 
insurance payments nearly trebled, increasing from $93 million in 1957 
to $303 million in 1965. The proportion of all payments to physicians 
and of payments within the private sector emanating from these two 
sources waS approximately inverted over the period. 


Public medical insurance payments increased by more than tenfold, 
from $2 million to $22 million over the period. Nevertheless, in 1965, 
these represented not more than 4.1 per cent of all payments to physicians. 
Government payments on behalf of individuals and Workmen's Compensation 
Board payments increased by 126.2 per cent and 33.8 per cent respectively. 
The former increased and the latter declined slightly as a proportion of 
total payments to physicians. 


8. PHYSICIANS’ EARNINGS IN THE NATIONAL ECONOMY 


As shown in Table 9 gross national product increased over the 
period 1957 to 1965 by 63.0 per cent. Personal disposable income (from 
which are made, either directly or indirectly, private sector payments 
to physicians' as shown in Table 8) increased by 64.5 per cent over the 
period. This represented an average annual rate of growth of 6.4 per 
cent, or in per capita terms, 4.3 per cent. Private sector payments for 
physicians’ services, as stated above increased by 97.1 per cent 
representing 8.9 per cent on an average annual basis, or in per capita 


terms, 6.7 per cent. Accordingly, the proportion of personal disposable 
income: allocated to physicians! services increased over the period. 


(1) For conceptual reasons payments from public sources to meet part of 
the premium costs of voluntarily-purchased insurance (as under the 
Alberta Medical Plan) are included in the private sector. By the 
same token, premium payments by individuals towards the costs of 
public medical insurance plans are represented in the public sector. 
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Based on the sector payments already cited this proportion rose from 1.1 
per cent in 1957 to 1.4 per cent in 1965. The proportion of G.N.P. 
represented by physicians' care rose from 0.85 per cent to 1.05 per cent. 


TABLE 9. PAYMENTS TO ACTIVE PRACTICE PHYSICIANS IN RELATION TO 
SELECTED ECONOMIC INDICATORS, 1957 AND 1965 


Per cent Average 

increase annual 

1965 over per cent 
1957 increase 


($000) 


Gross National Product 
Aggregate - millions of dollars 51,996 
Per Capita - dollars 2,657 


(Personal Income 
Aggregate ~- millions of dollars 38,902 
Per Capita - dollars 1, 988 


Personal Disposable Income 
Aggregate - millions of dollars a4 2990 
Per Capita - dollars 1,788 


Personal Expenditure on All Goods 
and Services 
Aggregate - millions of dollars 
Per Capita - dollars 


Personal Expenditure on Physicians’ 
Services (a) 
Aggregate - thousands of | 
dollars | 239,976 | LAL 3933 
Per Capita - dollars 14.45 Zh 6 


(a) These represent payments to active-practice physicians for personal 
professional services. The figures exclude administrative costs of 
medical insurance plans and premium payments under public medical 
insurance programs. 


Sources: National Accounts: Income and Expenditure, Dominion Bureau of 


Statistics, and published and unpublished statistics, Department 
of National Health and Welfare. 
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APPENDIX I 
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METHODOLOGY AND DEFINITIONS 


The data on physicians' earnings presented in this study have 
been derived, for the most part, from published and unpublished 
tabulations compiled annually by the Taxation Division of the Department 
of National Revenue. 


The statistics are drawn from T-1 General tax returns filed by 
physicians and surgeons (1) in professional fee practice for the years 
1957 to 1965 inclusive, whose income from fee practice comprised more 
than 50 per cent of their gross income from all sources during the year. 
All T-1 General tax returns filed by physicians whose earnings from 
salaries, investment or other business endeavours exceeded 50 per cent 
of total gross income were excluded from the survey. Excluded also were 
all T-1 Short tax returns filed by physicians; this form is used by 
individuals whose earned income derives solely from salary, wages, or 
pension and whose investment income, if any, was not over $2,500. 


Thus, the relevant tax returns, from which the basic statistics 
are drawn, are limited to doctors engaged directly in full-time fee-for- 
service private practice, and include the vast majority of them. Certain 
exclusions occur such as doctors employed on a fixed remuneration or salary 
bases in private clinics or group practice arrangements (and who file T-1 
Short tax returns). 


In compiling its statistics, the Department of National Revenue 
utilizes 100 per cent of relevant T-1 General returns above specified 
income limits, and a sample of returns below the specified limits. In 
practically all taxation districts (other than Toronto and Montreal) a 
net income from all sources of $10,000 and over has been established 
as the income limit; in Montreal and Toronto districts, $15,000 net 
income is used. Thus, (with the exception of Montreal and Toronto), 
virtually all physicians in private fee practice earning a net income 
from all sources in excess of $10,000 per annum are included in the 
statistics.(2) For physicians earning under $10,000 net income from all 
sources (under $15,000 in Montreal and Toronto) the statistics are based 
on a 5 per cent sample of the returns.(3) By 1965, it was estimated 
that the sampling procedure was being applied to less than one-quarter 
of private doctors in fee practice; three-quaters were above the income 


limit. 


(1) The category "physicians and surgeons" excludes osteopaths and 


chiropractors. 
(2) With the exception of a tew late returns and returns under review. 
(3) Except for a few districts where a larger sample is used. 


tees 


The sample is selected from all T-1 General tax returns below 
the net income limit, without stratification according to occupation. 
Therefore, the numbers of physicians occurring in the sample may not 
be assumed to beconsistently proportionate to the total number of 
physicians in the universe; serious distortion is particularly likely 
for small provinces. Wrong estimates of the number of physicians in 
the low net income range can lead to distortion of earnings trend data. 


In an effort to obtain proper weighting for the number of physicians 
in the low net income range, an estimated number in this range was 
obtained for each province as a residual derived by subtracting the 
number of reporting physicians above the net income limit from a total 
estimate of the number of physicians in active fee practice. 


The total estimated count of active fee-practice physicians in 
each province for each year was calculated by the Department of National 
Health and Welfare, utilizing data obtained from periodic surveys of 
physicians conducted by the Department. This number was estimated to 
be 16,460, representing aprroximately 73 per cent of all active civilian 
physicians in Canada. It included self-employed doctors in active pro- 
fessional fee practice. It excluded doctors mainly on salary related to 
duties in administration, teaching, research and various non-medical 
activities with government, public institutions, hospitals and private 
agencies, as well as any such doctors providing diagnostic, treatment 
and consultation services, and salaried physicians employed under the 
Cottage Hospital Medical Plan in Newfoundland. Deducted from this 
total estimate was the actual number of physicians above the net income 
limit who completed T-1 General tax returns, (plus and estimate for 
Montreal and Toronto of those between $10,000 and $15,000 net income 
based on a 5 per cent sample), adjusted upward by 5 per cent; this 
upward adjustment is intended to allow for late returns and review of 
returns, and for those physicians in medical practice who were not 
occupationally identified as physicians by the Department of National 
Revenue, because more than 50 per cent of their gross income was 
received from sources other than medical practice. 


The figure thus obtained for each province was assumed to represent 
the number of physicians earning under $10,000 net income. Figures for 
average gross professional income, net professional and average expenses 
of practice were obtained for Canada from the sampled returns, and were 
applied uniformly in each province to the estimated number of doctors 
under $10,000 net income to produce aggregate income and expense 
estimates for this income group. The use of the all Canada average in 
imputing average earnings and expenses is believed to eliminate differences 
in privincial figures that might be attributed to sampling error. 


| The practical effect of this weighting procedure has been to 
increase the estimated number of physicians in the low income grou 

and to reduce slightly in most cases the average earnings Eon fs 
all income ranges combined, as compared with the results obtained 


a oe 


directly from the statistical print-out series of the Department of 
National Revenue. Thus, for example, the average earnings and expense 
figures from 1957 to 1960 for all income ranges combined, are a bit 
lower than those published in a previous bulletin, (1) in which no 
attempt was made to adjust for sampling error. 


The income concepts used in this study require some elaboration. 
Gross earnings refer to gross income from professional fee practice 
and from wages and salaries incidental to that practice; other sources 
of income areexcluded. Net income refers to gross professional earnings 
less expenses of practice. The distributuions by net income classes, 
however, refer to classification by the "total income assessed", and 
are defined as the income from all sources after the expenses of 
practice have been deducted. 


With respect to the individual returns, confidentiality and 
concealment of identity of reporting doctors are assured in various 
ways. Data for statistical purposes are available, on a grouped basis 
only, from punched cards which were prepared originally in taxation 
offices from mark-sensing document cards. Where appropriate, information 
in the tables is grouped to include two or more income classes, and thus 
ensure that no columnar cell group reveals the collective earnings for 
less than three returns, 


(1) Average Earnings of Physicians and Surgeons in Candaa, 1957-1960; 


Health Care Series Memorandum, No. 18, Research and Statistics 
Division, Department of National Health and Welfare, Ottawa, 
October, 1963. 
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FOREWORD 


This memorandum examines professional earnings and 
expenses of practice of active fee practice physicians in Canada 
for 1966 with reference also to trends since 1957. It is intended 


as a supplement to Memorandum No. 21 Earnings of Physicians 
in Canada, 1957-1965. 


The basic data are derived from grouped tabulations 
supplied to this Department by the Taxation Division of the 
Department of National Revenue and made available in coded 
form to ensure confidentiality and -concealment of identity of 
reporting doctors. As outlined in the appendix of this text 
certain important revisions occurred in 1966 in the methods of 
deriving average earnings and expense figures. 


A physician in active fee practice is defined in this bulletin 
as a Civilian physician whose main employmentis in the provision 
of personal medicalcare services and whose professional income 
is mainly in the form of fees for services rendered. 


This bulletin was prepared in our Health Research Division, 


by Mr. George W. Plet under the supervision of Mr. Lothar W. 
Rehmer with general direction by Mr. William A. Mennie, Acting 


Mi 
see. 


John E, Osborne, 
Director, 
Research and Statistics. 
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PHYSICIANS' EARNINGS, CANADA 


Physicians' earnings discussed in this study are those of doctors 
whose main source of income was in the form of fee payment for personal 
medical services. Excluded are incomes of physicians whose gross earnings 
were derived mainly either from salaried professional services or from 
non-medical sources. 


In 1966 the average gross professional earnings of 17,040 Canadian 
physicians engaged in private fee practice was $35,223 (Table 1). This 
represented a rise of 7.4 per cent over 1965, and compared to an average 
annual rate of increase of 6.0 per cent from 1957 to 1966. 


Average expenses increased more sharply in 1966 to $11,961 from 
$10,735 in the previous year, or by 11.4 per cent. 


Accordingly, the average net income from professional practice 
increased at a slower rate than both gross earnings and expenses. The 
rate of increase in 1966 was 5.4 per cent to $23,262 from the 1965 average 
of $22,064. This fell below the average rate of growth of 6.8 per cent 
from 1957 to 1966. 


TABLE 1. PROFESSIONAL EARNINGS AND EXPENSES OF ACTIVE FEE PRACTICE 
PHYSICIANS, CANADA, 1957, 1965 AND 1966 


Annual Per Cent 
Increase Over 
Previous Year 


Average 
Expenses 
as a 
Expenses | Percentage 
of Average 
Gross 


Average 
Gross 
Earnings 


Number of 


Physicians Earnings|Average |Average 


Earnings |Earnings 


SOURCES: Tables Al, A2, A3, A4, AS and A6. 
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EARNINGS OF PHYSICIANS AND THE LABOUR FORCE COMPARED 


The average earnings of all employed members of the labour force 
in 1966 was $4,147, an increase of 8.7 per cent over the 1965 level of 
$3,815 (Table 2). At the same time physicians average net professional 
earnings, as stated, registered an increase from $27 064. tO shee 6o 6 ee 
of 5.4 per cent. Over the period from 1957 to 1966 average employed labour 
force earnings increased at an average annual rate of 4.2 per cent in 
comparison to the average rise of 6.8 per cent in physicians' net incomes. 


TABLE 2. INCOME OF EMPLOYED LABOUR FORCE, 
CANADA, 1957, 1965 AND 1966 


Annual Per Cent 
Increase in 
Average Income 
Over 
Previous Year 


Average 

Employed Total Average 
Labour Labour Income(b) | Labour Income 

Force (a) 


('000) ($'000,000) 


5,731 16,018 
6,862 26,179 


pace: 29,661 


(a) .The Labour Force, January 1967, Dominion Bureau of Statistics, 
VoL. 24. INO..5, March 1968, p..eigslabie 2. 


(b) Estimates of Labour Income, December 1966, Dominion Bureau of 
Statistics, Vol. 21, No. 12, December |1967, ‘p. /6, Table 1. 


PHYSICIANS! EARNINGS BY PROVINCE 


Provincial average gross and net professional earnings and expenses 
of practice from 1957 to 1966 are shown in Table 3 and Tables A2, A4 and 
AS. Yearly percentage rates of increase in average gross and net earnings 
are shown in Tables A3 and A6, and expenses are expressed as a percentage 
of gross professional earnings in Table A7. 


British Columbia recorded an increase in 1966 of 10.4 per cent win 
average net professional earnings, the highest rate of growth among the 
4h ae However the average net figure of $22,209 was still slightly 

elow the Canadian average of $23,262 and ranked fifth in Canada. Average 


gross income and expenses were respectively 13.9 
cent above their 1965 levels. J - une at eae and: 18 7aRPe 


eo ee 


Alberta net earnings of $24,356 were second ranking in the country 
and showed an increase of 7.4 per cent over 1965 earnings. Gross earnings 
and expenses increased at approximately the same rates of 7.0 per cent 
and 6.3 per cent respectively. 


Saskatchewan, although continuing to record the highest gross 
professional earnings in Canada showed third ranking net earnings of 
$24,356. These had increased by 3.2 per cent over the previous year. 
Gross earnings increased by 7.1 per cent while expenses showed an 
increase of 13.9 per cent. 


Manitoba had the second steepest increase in average net professional 
earnings, increasing by 9.6 per cent from 1965 to 1966, although the 
resulting figure of $21,565 remained below the Canadian average. The 
increase from the previous year in average gross earnings was 4.8 per 
cent. However, average expenses of practice registered a decline of 
(eaeDeCT Cent . 


Ontario average net professional earnings continued to be the 
highest in Canada. These were $25,456 in 1966, showing an increase of 
5.2 per cent over the previous year. Gross earnings ranked second to 
Saskatchewan and were 7.0 per cent above the 1965 level. Expenses of 
practice increased by 10.7 per cent over 1965: 


Quebec recorded average net incomes of $21,231, seventh ranking 
among the provinces. This represented an increase of 3.4 per cent from 
1965. Average gross professional earnings and expenses were 6.5 per 
cent and) 14.1 per cent respectively above their 1965 levels. 


New Brunswick net earnings were 2.7 per cent higher than in 1965, 
reaching $20,807 and ranking eighth in Canada. Gross earnings were also 
2.2 per cent above the 1965 level and expenses of practice showed a 
Ssitontty. lower’ rise of 1.0 per cents 


Nova Scotia recorded average net professional earnings in 1966 of 
$20,395. This represented an increase of 6.5 per cent above 1965. Average 
gross income showed a faster rise of 9.0 per cent over the previous year 
and expenses a yet steeper increase of 14.7 per cent. 


Prince Edward Island had the lowest gross and net professional 
earnings among the provinces. Net earnings averaged $18,910 in 1966, 
having increased by 6.0 per cent over 1965. At the same time gross 
earnings increased by a lower 2.7 per cent while expenses of practice 


registered a 5.0 per cent decrease. 


Newfoundland continued to be an exception to the lower earnings 
i LCI 1 ternmost provinces. In 
recorded for fee practice physicians in the eas 
1966 average net earnings were $23,304, ranking fourth among the provinces 
and above the Canadian average. They had increased however by only 1.2 
per cent from 1965. This was attributable to a rise of 6.5 in gross 
earnings and a recorded accompanying increase of 20.9 per cent in expenses 


of practice. 


a ee 
TABLE 3. AVERAGE PROFESSIONAL EARNINGS AND EXPENSES OF ACTIVE FEE 


PRACTICE PHYSICIANS, CANADA, BY PROVINCE, 1957, 1965 AND 1966 
(Thousands of Dollars) 


Province 


Gross Earnings 


Newfoundland 
Prince Edward Island 
Nova Scotia 

New Brunswick 
Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 
Canada (a) 


CONANNOUWUFS DMSO 
cCo~ryrhrNOCMaeond 11 AN OV 
Nr ONDAWOW OO WH] 


Net Earnings 


Newfoundland 16.2 2350 7ST: 
Prince Edward Island 9.8 Lind 18.9 
Nova Scotia 10.0 js ag | 2U «<4 
New Brunswick 10.0 20 oo 20..8 
Quebec 107 20.5 Le we 
Ontario tae 24.2 256 
Manitoba La. 5 19.7 oe Oa 
Saskatchewan 13.9 CaRe 24st 
Alberta 15 Ht fe 24.4 
British Columbia 14.9 2051 blak 
Canada (a) pa PO 2iwk Pa Na 
Expenses of, Practice 
Newfoundland 647 8.6 10.4 
Prince Edward Island A ene 7.4 
Nova Scotia 9.6 Beet 9.6 
New Brunswick 8.4 9.4 o an 
| Quebec 6.2 8.5 ack 
Ontario Hea 136 ewe 
Manitoba 1.05.2 Lene 1Z. 0 
Saskatchewan 8.3 13.9 15.9 
Alberta 9.9 127, L369 
British Columbia 8.8 ki G Tee 
Canada (a) 8.0 10 27 12.0 


(a) Includes Yukon and Northwest Territories. 


SOURCES: Tables A2, A4 and AS 
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FACTORS INFLUENCING PHYSICIANS' EARNINGS 


Changes in provincial fee schedules in 1966 affected physicians! 
Carnings in several provinces. New schedules were introduced in Prince 
Edward Island, New Brunswick and Alberta. Amendments or minor revisions 
of existing schedules were implemented in Ontario and British Columbia. 


Rates of payment to physicians under doctor sponsored medical 
insurance plans showed few changes relative to the schedule in force. 
Payments under the Maritime Medical Care Program were increased to 90 per 
cent of the applicable fee schedule from 85 per cent the previous year. 
Fee payments for general practitioners' office visits were increased by 
an average of 40 per cent by the Manitoba Medical Service in lieu of an 
increase in the prorating percentage. 


The introduction of the British Columbia Medical Plan in September 
1965 and the Ontario Medical Insurance Plan in July 1966 may be cited as 
important factors in rises of physicians' earnings in 1966. 


PHYSICIANS! EARNINGS BY AGE GROUP 


During 1966, as in 1965, physicians in the age group 45 to 54 
received both the highest average gross and net professional incomes. 
These were $41,817 and $27,738 (Table A20). Expenses of practice, $14,079, 
were also highest in this group. 


Among factors to be taken into account (but not given here) in 
examining levels of earnings and expenses for physicians in different 
age groups are the concentration of specialists, the state of activity 
of physicians and the extent of their initial investment. Patterns by 
age groupS were virtually identical to 1965. Both earnings and expenses 
increased in proceeding to older age groups until the age range 45 to 54 
and thereafter declined. As in 1965, the highest ratio of expenses to 
gross income occurred in the group 65’ and over. This ratio gradually 
increased with advancing age groups with the exception that for the age 
range under 35 it exceeded the subsequent group. 


Average income from other sources increased consistently with 
advancing age groups. 


PHYSICIANS' EARNINGS BY NET INCOME CLASS 


Aggregate gross professional incomes of physicians in 1966 are 
distributed by net income class of physician, for each province, in 
Table A8, and the percentage distributions are given in Table AQ. 


In 1966, fee practice physicians in the net income class of $10,000 
and over represented 86.9 per cent of all physicians in comparison to 84.0 
per cent in 1965 (Table 4). They earned 95.7 per cent of aggregate doctors 
income in 1966 as compared to 94.1 per cent in the previous year. 


rites 


TABLE 4. PROPORTION OF PHYSICIANS EARNING $10,000 AND OVER AND 
LESS THAN $10,000 IN NET INCOME, 1957, 1965 AND 1966 


Number | Per Cent 
Year Total ———_—_—— 
$10,000 Less than $10,000 | Less than 
and over $10,000 and over $10,060 


1957 55.5 44.6 
1965 84.0 | 16.0 
1966 86.9 i3e1 


SOURCES” - Tables: Al‘ @nd° At7 


Approximately one-third of all physicians, 34.6 per cent, had net 
incomes in the range from $25,000 to $49,999, and received 45.9 per cent 
of all payments to physicians, 5.3 per cent earned higher average incomes, 
and 60.1 per cent earned net incomes below $25,000. 


Average expenses of practice as in previous years tended to increase 
directly with net incomes in each province. However, when expressed as a 
percentage of gross professional earnings, expenses declined with increasing 
earnings, also following the pattern of earlier years. 


salaries’ and wages’ incidental to fee practice; -tike expenses, 
increased with net earnings. 


AGGREGATE PAYMENTS FOR PHYSICIANS' SERVICES 


Total payments in Canada for physicians' services were ‘$605.2 million 
in 1966. This represented a per capita expenditure of $30.24. The 
percentage rise over 1965 was 11.0 per cent for aggregate payments and 8.6 
per cent for costs per person. This compares to average annual rates of 
increase from 1957 to 1966 of 9.3 per cent for total expenditures and 7.1 
per cent for per capita payments. 


TABLE 5. PAYMENTS FOR ACTIVE PRACTICE PHYSICIANS' SERVICES, 
1957,, 1965" AND “1966 


Payments to Active Practice Physicians 


($000, 000) 


2 Mes 
545.1 
60572 


SOURCE: Published and unpublished statistics, 
Department of National Health and Welfare. 


APPENDIX I 
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METHODOLOGY AND DEFINITIONS 


The data on physicians' earnings presented in this study have been 
derived, for the most part, from published and unpublished tabulations 


compiled annually by the Taxation Division of the Department of National 
Revenue. 


The Statistics are drawn from T-1 General tax returns filed by 
physicians and surgeons(1) in professional fee practice for the years 
1957 to 1966 inclusive, whose income from fee practice comprised more 
than 50 per cent of their gross income from all sources during the year. 
All T-1 General tax returns filed by physicians whose earnings from 
Salaries, wages and non-professional income comprised the largest source 
of their gross income were excluded from the survey. Excluded also were 
all T-1 Short tax returns filed by physicians; this form is used by 
individuals whose earned income derives solely from salary, wages, or 
pension and whose investment income, if any, was not over $2,500. 


Thus, the relevant tax returns, from which the basic statistics 
are drawn, are limited to doctors engaged directly in full-time fee-for- 
service private practice, and include the vast majority of them. Certain 
exclusions occur such as doctors employed on a fixed remuneration or sal- 
aried basis in private clinics or group practice arrangements (and who 
file T-1 Short tax returns). 


In compiling its statistics, the Department of National Revenue 
utilizes 100 per cent of relevant T-1 General returns above specified 
limits(2) and a sample of returns below them. In practically all taxation 
districts (other than Montreal and Toronto) a net income from all sources 
of $10,000 for the years 1957 to 1965 and of $15,000 for 1966 has been 
the level above which 100 per cent of T-1 General returns were included. 
In the Montreal and Toronto districts the respective levels were $15,000 
from 1957 to 1965 and $20,000 for 1966. Various sampling ratios have 
applied within sampled ranges. In 1966 it was estimated that the sampling 
procedure was applied to approximately 29 per cent of physicians in 
private practice. 


The sample is selected from all T-1 General tax returns below the 
net income limit, without stratification according to occupation. Therefore, 
the numbers of physicians occurring in the sample may not be assumed to 
be consistently proportionate to the total number of physicians in the 
universe; serious distortion is particularly likely for small provinces. 
Wrong estimates of the number of physicians in the low net income range can 
lead to distortion of earnings trend data. 


(1) The category "physicians and surgeons" excludes osteopaths and 
chiropractors. 
(2) With the exception of a few late returns and returns under review. 


~ 


en 


In an effort to obtain proper weighting for the number of physicians 
in the low net income range, an estimated number in this range was obtained 
for each province as a residual derived by subtracting the number of 
reporting physicians above the net income limit from a total estimate of 
the number of physicians in active fee practice. 


The total estimated count of active fee-practice physicians in 
each province for each year was calculated by the Department of National 
Health and Welfare, utilizing data obtained from periodic surveys of 
physicians conducted by the Department. This number was estimated to be 
17,040, representing approximately 73 per cent of all active civilian 
physicians in Canada. It included self-employed doctors in active profes- 
sional fee practice. It excluded doctors mainly on salary related to duties 
in administration, teaching, research and various non-medical activities 
with government, public institutions, hospitals and private agencies, as 
well as any such doctors providing diagnostic, treatment and consultation 
services, and salaried physicians employed under the Cottage Hospital 
Medical Plan in Newfoundland. Deducted from this total estimate was the 
actual number of physicians above the net income limit who completed T-1 
General tax returns, (plus an estimate for Montreal and Toronto of those 
between $10,000 and $15,000 net income for 1957 to 1965 and between 
$15,000 and $20,000 net income for 1966 based on a 10 per cent sample), 
adjusted upward by 5 per cent; this upward adjustment is intended to allow 
for late returns and review of returns, and for those physicians in medical 
practice who were not occupationally identified as physicians by the 
Department of National Revenue, because more than 50 per cent of their 
gross income was received from sources other than medical practice. 


The figure thus obtained for each province was assumed to represent 
the number of physicians in the sampled ranges. For 1966, a special 
adjustment was necessary to estimate the number of physicians occurring in 
the $10,000 to $15,000 net income range. It was conservatively assumed 
on the basis of empirical evidence that the number in this range had 
increased by 10 per cent over their 1965 levels. The remainder was 
assigned to the under $10,000 range. Figures for average gross and net 
professional income, and average expenses of practice were obtained for 
Canada ‘from the sampled returns, and were applied uniformly in each province 
to the estimated number of doctors in the sampled ranges to produce 
aggregate income and expense estimates for this income group. The use 
of the all Canada average in imputing average earnings and expenses is 
believed to eliminate differences in provincial figures that might be 
attributed to sampling error. 


The practical effect of this weighting procedure has been to 
increase the estimated number of physicians in the low income group, and 
to reduce slightly in most cases the average earnings estimates for all 
income ranges combined, as compared with the results obtained directly 


from the statistical print-out series of the Department of National 
Revenue. 


a: 


The income concepts used in this study require some elaboration. 
Gross earnings refer to gross income from professicna! fee practice and 
from wages and salaries incidental to that practice; other sources of 
income are excluded. Net income refers to gross professional earnings 
less expenses of practice. The distributions by net income classes, 
however, refer to classification by the "total income assessed", and are 
defined as the income from all sources after the expenses of practice 
have been deducted. 


With respect to the individual returns, confidentiality and 
concealment of identity of reporting doctors are assured in varicus ways. 
Data for statistical purposes are available, on a grouped basis only, 
from statistical tapes which were prepared and processed at the Taxation 
Data Centre. Where appropriate, information in the tables is grouped to 
include two or more income classes, and thus ensure that no columnar 
cell group reveals the collective earnings for less than three returns. 
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